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The  decision  to  release  this  preliminary  report  on  the  subject  of  gaming  in  the  Commonwealth 
was  predicated  on  my  promise  to  keep  the  Senate  and  the  general  public  fully  informed  on  the 
progress  and  direction  of  our  research. 

This  report  is  essentially  a  textual  outline,  detailing  the  breadth  of  the  Committee's  final  report 
which  we  expect  to  release  in  the  near  future. 
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This  preliminary  report  from  the  Senate  Post  Audit  and  Oversight  Bureau  to  the  Chairman  of 
the  Senate  Committee  on  Post  Audit  and  Oversight  is  the  product  of  a  series  of  public  hearings 
conducted  by  the  Committee  from  May  19  through  June  10,  1993  examining  the  social  and 
economic  impact  of  gaming  within  the  Commonwealth. 

The  Committee  convened  the  public  hearings  in  an  attempt  to  establish  the  following: 

•the  state's  role  in  the  gaming  industry; 

•the  role  of  gaming  revenue  in  the  state's  revenue  mix; 

•the  ramifications  of  expanded  gaming  within  the  Commonwealth; 

•the  relevant  security  and  regulatory  issues;  and 

•the  societal  costs  of  gaming. 

The  scheduled  hearings  included  the  following: 

May  19:  Casino  Gaming 
Witnesses: 

Michael  D.  Cox,  National  Indian  Gaming  Commission 
Richard  Bronson,  New  City  Development/Mirage  Hotel 

May  20:  Casino  Gaming 
Witnesses: 

Mark  Grossman,  Las  Vegas  Hilton 
John  Giovenco,  ITT  Sheraton  Corporation 
Sheldon  G.  Adelson,  Sands  Hotel 
Andrew  Tottenham,  Consultant 

June  1:  Electronic  Wagering 
Witnesses: 

Robert  Babcock,  Video  Lottery  Technologies 

John  Kerner,  Massachusetts  Gaming  Association 

Paul  Palmer,  International  Technical  Systems  of  New  England 

Guy  Snowden,  G-Tech 

Richard  Currie,  Williams  Gaming 


June  3:  Off-Track  Betting 
Witnesses: 

Ken  Kirchner,  Pennsylvania  Racing  Commission 
Mark  Laino,  Illinois  Racing  Board 
Robert  Hutchison,  Massachusetts  Racing  Commission 
John  Daily,  New  York  Racing  and  Wagering  Board 

June  7:  Pari-Mutuel  Wagering,  Simulcasting 
Witnesses: 

Robert  O'Malley,  New  Suffolk  Downs 

Paul  Sarkis,  Foxboro  Park  and  Wonderland  Dog  Track 

George  Carney,  Taunton  Dog  Track 

June  8:  Pari-Mutuel  Wagering,  Breeders  and  Owners 
Witnesses: 

Joseph  Carney,  Rockingham  Park 

Martin  Maline,  National  Horsemen's  Benevolent  and  Protective  Association 

Louise  Coleman,  Greyhound  Friends,  Inc. 

Charles  Bishop,  Massachusetts  Standardbred  Breeders  and  Owners,  Inc. 

Bernard  Flynn,  Massachusetts  Thoroughbred  Breeders  Association 

June  9:  Massachusetts  State  Lottery 
Witness: 

Eric  Turner,  Massachusetts  State  Lottery 

June  10:  Social  Impact 
Witnesses: 

James  Moody,  Federal  Bureau  of  Investigation 

Sgt.  Thomas  Foley,  Massachusetts  State  Police 

Thomas  Cummings,  Massachusetts  Council  on  Compulsive  Gambling 

Alan  Meisler,  The  Compulsive  Gambling  Therapy  Center 

This  preliminary  report  is  structured  in  three  parts:  Part  One  outlines  the  regulatory  issues 
that  the  Bureau  feels  the  Committee  should  be  made  aware  of;  Part  Two  examines  the  gaming 
experiences  of  other  states;  and  Part  Three  presents  four  possible  gaming  scenarios  that  the 
Commonwealth  should  consider. 


PART  ONE:  REGULATORY  STRUCTURE 

There  is  no  single  gaming  regulatory  authority  in  Massachusetts.  Legalized  gambling  is 
currently  confined  to  the  state  lottery,  pari-mutuel  wagering,  charitable  gaming  (i.e.  Las  Vegas 
Nights  and  Beano).  Gaming  oversight  is  shared  between  the  State  Lottery  Commission  and  the 
State  Racing  Commission.  Should  the  Commonwealth  adopt  electronic  wagering  and  limit  that 
wagering  to  establishments  selling  liquor  for  consumption  on  the  premises  (pouring 
establishments),  the  Alcohol  Beverage  Control  Commission  would  be  brought  into  the 
regulatory  mix. 

The  Bureau  believes  that  the  Commonwealth  should  establish  a  gaming  regulatory  control 
process  whether  or  not  a  decision  is  made  to  expand  gaming  within  the  state. 

Over  $2  billion  was  legally  wagered  in  Massachusetts  in  1992,  mainly  on  the  state  lottery.  The 
lottery  is  governed  by  a  five  member  commission  which  is  composed  of  the  state  treasurer,  the 
state  comptroller,  the  secretary  of  public  safety,  and  two  gubernatorial  appointees.  By  dint  of 
gross  revenues  spent  on  its  products,  the  state  lottery  has  become  the  de  facto  state  gaming 
commission. 

The  lottery  commission  has  not,  however,  adequately  fulfilled  the  role  of  gaming  oversight. 
The  lottery  commission  has  not  demonstrated  an  ability  to  establish,  or  implement,  a  state-wide 
gaming  policy.  It  has  not  attempted  to  link  the  lottery  with  the  pari-mutuel  industry.  In  fact, 
the  lottery  essentially  views  the  pari-mutuel  industry  as  competition,  and  has  sought  to  best  this 
competition  by  situating  Instant  Game  vending  machines  at  pari-mutuel  facilities,  machines 
which  drain  potential  wagering  revenue  away  from  the  live  event.  Lottery  policy,  therefore, 
flies  in  the  face  of  legislative  and  executive  efforts  to  insure  the  survival  of  the  pari-mutuel 
"live-event." 

The  Lottery  Commission's  inability  to  interact  with  another  segment  of  the  Massachusetts 
gaming  industry  is  further  demonstrated  by  its  failure  to  produce  the  pari-mutuel  sweepstakes 
game  that  was  signed  into  law  as  part  of  Chapter  101  of  the  Acts  of  1992.  Section  seven  of  this 
act  charged  the  state  lottery  with  developing  a  "thoroughbred  and  standardbred  and  greyhound 
dog  racing  sweepstakes  lottery  game."  To  date,  the  Lottery  has  failed  to  provide  the  legislature 
with  anything  more  than  verbal  promises  that  the  game  is  indeed  being  developed.  This, 
despite  industry  estimates  that  a  sweepstakes  game  could  generate  purse  monies  that  would 


attract  quality  talent,  thereby  giving  an  overall  boost  to  the  Massachusetts  pari-mutuel 
industry. 

The  Lottery's  failure  to  successfully  interact  with  the  pari-mutuel  industry  is,  in  part,  based 
upon  a  failure  in  the  basic  design  of  the  Lottery  Commission.  The  state  Lottery  Commission 
is  a  part-time  commission  made  up  of  individuals  with  divergent  personal  and  professional 
commitments.  Although  each  Commission  member  receives  expense  monies  for  attending 
official  meetings,  none  is  provided  with  office  space  at  Lottery  headquarters,  or  has 
demonstrated  a  commitment  or  interest  in  shaping  the  state  gaming  policy. 

From  March,  1991  through  December,  1992  the  Lottery  Commission  met  eleven  times. 
Commission  Minutes  show  that  attendance  at  the  meetings  was  uneven  at  best. 

Although  the  state  treasurer  attended  all  of  the  regularly  scheduled  meetings,  the  state 
comptroller  attended  81  percent  of  the  meetings,  the  two  gubernatorial  appointees  each 
attended  63  percent  of  the  meetings,  while  the  secretary  of  public  safety  attended  less  than  40 
percent  of  the  meetings.1 

The  Lottery  Commission  is  mainly  concerned  with  approving  contracts  and  regulations.  Policy 
decisions  are  made  the  Lottery's  executive  director,  who  is  appointed  solely  by  the  state 
treasurer,  and  not  the  Lottery  Commission. 

For  example,  the  decision  to  introduce  and  implement  Lottery-By-Phone,  later  found  to  violate 
Massachusetts  general  law,  was  a  unilateral  Lottery  initiative.2  The  Commission  never  took 
even  a  cursory  vote  to  conceptually  approve  the  program.  Similarly,  the  Lottery  Commission 
has  not  voted  to  approve  the  development  of  keno,  video  wagering,  or  off-track  betting,  all 
programs  that  the  state  Treasurer  has  at  one  time  or  another  stated  should  be  under  the  control 
of  the  Lottery. 

The    Lottery    Commission    is    statutorily    charged    with    making    "a    continuous   study    and 


The  comptroller  sent  a  representative  to  two  of  the  meetings,  while  the  secretary  of  public  safety  sent  a  representative  to 


three  Commission  meetings 

2"The  Decision  of  the  I 
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investigation  of  the  operation  and  administration  of  similar  laws  in  other  states. ..which  may 
affect  the  operation  of  the  lottery."3  This  legislation  is  similar  to  gaming  statutes  throughout 
the  country.  The  New  Jersey  Casino  Control  Commission  is  charged  with  carrying  on  "a 
continuous  study  of  the  operations  and  administration  of  casino  control  laws"  and  "  federal 
laws  which  may  affect  the  operation  of  casino  gaming"  in  the  state.  The  Connecticut  Gaming 
Policy  Board  is  also  charged  with  conducting  "studies  to  determine  the  desirability  of 
expanding,  maintaining  or  reducing  the  amount  of  legalized  gambling  permitted  in"  the  state. 

Continuous  studies  are  mandated  so  that  gaming  commissions  can  advise  policy  makers  of 
changes  that  must  be  made  to  preserve  their  respective  market  share  and  revenue  flow. 

In  testimony  before  the  Senate  Committee  on  Post  Audit  and  Oversight  the  Massachusetts  State 
Lottery  was  unable  to  demonstrate  that  they  or  the  Lottery  Commission  are  officially  making 
continuous  studies  of  gaming  issues  which  may  affect  lottery  sales.  In  fact,  after  requesting 
studies  that  demonstrated  the  impact  of  so-called  Keno  on  lottery  revenue,  the  Commission 
provided  the  Senate  Committee  on  Post  Audit  and  Oversight  with  results  of  two  market 
research  focus  groups  conducted  by  Hill,  Holliday,  Connors,  Cosmopulos  Advertising,  one  in 
1986,  the  other  in  1990.   Neither  document  addressed  the  issue  of  revenue  "cannibalization". 

Furthermore,  the  state  lottery  director  testified  that  he  had  never  received  instructions  from 
the  Lottery  Commission  to  conduct  a  study  relative  to  the  impact  on  the  lottery  of  Keno,  video 
wagering,  off-track  betting,  or  pari-mutuel  simulcasting,  despite  the  fact  that  each  of  these 
venues  could  divert  and  absorb  substantial  portions  of  the  present  lottery  revenue  stream. 

Lottery  decisions  appear  to  be  made  in  a  vacuum  with  little  regard  to  the  resultant  impact  on 
the  pari-mutuel,  charitable  gaming  industries,  or  legislative  desires.  As  such,  it  would  appear 
that  the  state's  de  facto  gaming  commission  is  hardly  suited  to  overseeing  the  Massachusetts 
gaming  industry. 

Noting  the  absence  of  responsible  oversight,  the  Bureau  recommends  that  the  Commonwealth 
establish  a  State  Gaming  Commission.  This  Commission  would  develop,  coordinate,  and  unify 
gaming  policy  within  the  Commonwealth. 
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The  first  Commission  initiative  would  be  to  ascertain  whether  or  not  the  Commonwealth  should 
expand,  maintain,  or  reduce  the  state's  current  gaming  mix.  To  date,  no  overall  gaming  policy 
has  been  established  within  the  Commonwealth.  The  Commission  would  have  to  decide 
whether  gaming  policy  should  be  aimed  at  stimulating  revenue  to  complement  the  state  budget 
(i.e.  local  aid,  education  reform),  or  maximizing  revenue  to  fund  specific  government  programs 
(i.e.  tourism,  a  convention  center,  the  mega-plex). 

A  State  Gaming  Commission  would  be  well-suited  to  coordinating  the  state's  various  gaming 
components  (i.e.  the  state  lottery,  the  pari-mutuel  facilities). 

The  Commission  would  have  broad  oversight  and  regulatory  powers,  enabling  it  to  set  statewide 
policy,  draft  regulations,  and  demand  conformance  and  compliance  with  those  regulations. 
According  to  testimony  submitted  by  the  Federal  Bureau  of  Investigation,  a  gaming  commission 
should  also  have  fundamental  law  enforcement  powers  so  that  it  could  access  and  share 
information  and  resources  with  federal,  state,  and  local  police  agencies. 

A  state  gaming  commission  could  follow  one  of  two  established  regulatory  models:  a  part-time 
commission  which  delegates  authority  to  a  full-time  board;  or  a  full-time,  policy  creating 
commission  that  implements  policy  through  a  regulatory  agency. 

The  Massachusetts  State  Lottery  and  the  Nevada  Gaming  Commission  are  examples  of  part-time 
commissions  that  delegate  authority  to  full-time  boards.  The  Massachusetts  Department  of 
Public  Utilities  and  the  New  Jersey  Casino  Control  Commission  are  examples  of  full-time 
commissions  that  create  policy,  then  implement  that  policy  through  separate  agencies. 

Gaming  commission  members  are  generally  required  to  have  training  or  expertise  in  specific 

fields: 

•Connecticut  Gaming  Board  members  must  have  training  in  corporate  finance, 
economics,  law,  accounting,  law  enforcement,  computer  science,  or  the  pari-mutuel 
industry.  Nevada  Commission  members  must  not  be  "be  of  the  same  profession  or  major 
field  of  interest."4 

•New  Jersey  Casino  Control  Commission  employees  could  not  have  been  employed  in 
a  Commission  regulated  position  for  three  years  prior  to  their  prospective  employment 
date,   and   are   prohibited    from   similar   employment    two   years   after    leaving   the 
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Commission. 

Gaming  Commissions  are  generally  composed  of  appointed,  or  de  facto  members.  The  New 
Jersey  Casino  Control  Commission  is  made  up  of  five  gubernatorial  appointed  members  who 
serve  for  five  year  terms.  The  gubernatorial  appointed  five  member  Nevada  Gaming 
Commission  each  serve  for  four  years. 

The  Nevada  Gaming  Commission  is  empowered  to: 

•inspect  all  premises  wherein  gaming  is  conducted  or  gambling  devices  manufactured, 

•inspect  all  equipment  and  supplies  in  such  premises, 

•seize  any  equipment  or  supplies  for  examination  and  inspection, 

•demand  access  to  and  inspect  papers,  books,  and  records  of  applicants  on  their 
premises, 

Commission  members,  and  their  executive,  supervisory  and  investigative  personnel  have  the 
powers  of  Ma  peace  officer"  to  enable  the  investigation  of  suspected  criminal  activity.  They  are 
also  allowed  subpena  power  to  compel  the  attendance  and  testimony  of  witnesses  "at  any  place 
within"  the  state. 

The  Nevada  Gaming  Commission  is  a  part-time  lay  administrative  agency  that  functions  in  a 
quasi-judicial  capacity.  It  delegates  the  day  to  day  oversight  function  to  the  State  Gaming 
Control  Board.  The  Gaming  Control  Board  is  a  three  member,  full-time  administrative  agency 
that  serves  as  the  investigative  and  prosecutorial  arm  of  the  Gaming  Commission. 

The  New  Jersey  Casino  Control  Commission  is  empowered  to: 
•grant  license  applications; 

•conduct  hearings  pertaining  to  civil  violations  of  the  gaming  act; 

•to  promulgate  regulations; 

•to  collect  license  and  registration  fees; 

•to  levy  and  collect  penalties  for  violations  of  the  gaming  act; 

•to  inspect  and  investigate  casino  operations,  and  to  rule  upon  complaints  by  casino 
licensees  regarding  investigative  procedures  which  are  disruptive  to  casino  operations. 


The  New  Jersey  Casino  Control  Commission  regulatory  powers  and  authority  are  implemented 
by  the  state's  Division  of  Gaming  Enforcement  which  investigates  the  qualifications  of  each 
license  applicant,  investigates  violations  of  the  gaming  act,  and  assures  compliance  of  the  act 
and  the  regulations  that  the  Commission  promulgates. 

According  to  the  statutes  reviewed  for  this  brief,  neither  the  New  Jersey  Casino  Control 
Commission  or  the  Nevada  Gaming  Commission  set,  establish,  or  plan  multi-venue  state-wide 
gaming  policy.  Nevada  gaming  policy  is  set,  at  least  theoretically,  by  the  state  Gaming  Policy 
Committee.  The  Nevada  Gaming  Policy  Committee  is  made  up  of  one  member  of  the  Gaming 
Commission,  one  member  of  the  Gaming  Board,  two  members  of  the  legislature,  two  members 
of  the  general  public,  and  two  gaming  licensees.  The  Committee  renders  non-binding  decisions 
and  recommendations.  Its  very  make-up,  however,  dictates  that  relevant  policy  discussions  will 
be  continued  in  other  decision  making  forums  (i.e.  legislative,  executive,  public). 

One  other  state,  Connecticut,  has  established  a  state  gaming  policy  board.  The  Connecticut 
Policy  Board,  however,  falls  somewhere  between  the  Nevada  Policy  Committee  and  the  Nevada 
Gaming  Commission.  The  Connecticut  Policy  Board  is  responsible  for  functional  operations, 
such  as  approving  or  suspending  licenses,  approving  contracts,  and  imposing  appropriate  fines 
on  license  holders.  However,  the  Connecticut  Policy  Board  also  renders  advice  "concerning  the 
conduct  of  the  state  lotteries  and  off-track  betting  facilities"  and  advises  the  governor  on 
statewide  plans  and  goals  for  legalized  gambling. 

If  the  Commonwealth  of  Massachusetts  was  to  establish  a  Gaming  Commission,  the  Commission 
should  be  empowered  to  perform  the  following  functions: 
•to  grant,  or  suspend  gaming  licenses; 

•to  investigate  suspected  criminal  activity  regarding  gaming  licenses; 

•inspect  all  premises  wherein  gaming  is  conducted  or  gambling  devices  manufactured, 
and  to  inspect  all  equipment  and  supplies  in  such  premises, 

•demand  access  to  and  inspect  papers,  books,  and   records  of  applicants  on   their 
premises, 

•to  promulgate  regulations,  and  demand  conformance  and  compliance  to  same; 

•to  collect  license  and  registration  fees; 

•to  levy  and  collect  penalties  for  violations  of  gaming  regulations; 
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•to  investigate  and  research  gaming  policy  issues,  to  tender  non-binding  advise  to  the 
governor  on  statewide  plans  and  goals  for  legalized  gambling,  including  the  desirability 
of  expanding,  maintaining  or  reducing  the  amount  of  legalized  gambling  permitted  in 
the  Commonwealth,  and  to  regularly  issue  reports  on  the  status  of  gaming  in  the 
Commonwealth,  including  revenue  generation  and  the  industry's  social  impact. 


PART  TWO:   THE  GAMING  EXPERIENCE  OF  OTHER  STATE 

Nationally,  over  $157  billion  was  legally  wagered  in  1991,  $1 1 1.1  billion  on  casino  gambling, 

and  $45.9  billion  on  a  combination  of  state  operated  or  sponsored  ventures,  including: 

State  Lotteries  $21.5  billion 

Horse  Racing  $13.9  billion 

Charitable  Gaming  $5.8  billion 

Greyhound  Racing  $3.5  billion 

Video  wagering  $.7  billion 

Jai  A'lai  $.5  billion 

Nevada  and  New  Jersey  listed  the  highest  per  capita  gaming  expenditure  figures  in  the  country 

while  Georgia  and  North  Carolina  listed  the  lowest  (see  Appendix  I:   Gaming  as  a  Percent  of 

Per  Capita  Income). 

Per  capita  gaming  expenditures  rose  in  twenty-eight  states  from  1990  to  1991.  This  increase 
was  largely  driven  by  casino  gambling;  Colorado  generated  over  $1  billion  in  casino  revenue 
(and  recorded  a  220  percent  increase  in  per  capita  gaming  expenditures  as  a  percent  of  personal 
income);  Illinois  generated  $590  million  in  river-boat  gambling;  Iowa  generated  $353  million 
in  casino  gaming. 

Twenty-six  states  averaged  thirteen  percent  growth  in  gaming  expenditures  as  a  percentage  of 
personal  income  from  1990  to  1991;  eighteen  states  were  affected  by  lower  pari-mutuel 
wagering  or  lottery  sales,  however,  and  recorded  negative  revenue  growth.  California  realized 
the  largest  overall  revenue  decline  in  this  category  (minus  15.9  percent),  followed  by  Indiana 
(minus  14.6  percent)  Alabama  (minus  14.3  percent),  and  West  Virginia  (minus  9.5  percent). 

The  Commonwealth  of  Massachusetts,  which  listed  the  fourth  highest  per  capita  income  level 
in  the  country  in  1991,  ranked  eleventh  in  terms  of  gaming  expenditures  as  a  percent  of 
personal  income.  This  figure  was  largely  driven  by  lottery  sales  (see  Appendix  II:  1991  Inter- 
State  Gaming  Comparison).  Massachusetts  residents  spent  1.7  percent  of  their  personal  income 
on  gaming  expenditures,  thirty-eight  percent  above  the  national  average.5 

A  review  of  the  data  indicates  that  the  Commonwealth's  gambling  revenue  stream  is  largely 
dependent  upon  the  state  lottery.    This  continues  a  distribution  originally  identified  by  the 


This  figure  does  not  reflect  the  averages  for  the  states  of  Nevada  and  New  Jersey,  which,  respectively  list  as  353  and  14 
percent  of  personal  income. 
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Committee  in  1991. 6  The  data  also  indicate,  however,  that  gambling  revenue  growth  remains 
relatively  stagnate.  Massachusetts  gaming  revenue  as  a  percentage  of  personal  income  grew  by 
1.2  percent  from  1990  to  1991;  the  average  state's  rate  of  change  during  this  period  was  1.23 
percent  (see  Appendix  I). 

Diversification  and  Growth 

Legal  gaming  of  one  type  or  another  was  permitted  in  forty-five  states  across  the  nation  and 
within  the  District  of  Columbia  in  1991.  Seven  states  restricted  public  gaming  to  only  one 
venue,7  (i.e.  a  state  lottery,  or  pari-mutuel  wagering,  or  charitable  gaming)  while  the  remaining 
states  experimented  with  different  venue  combinations. 

The  data  indicate  that  states  offering  lottery  and  pari-mutuel  wagering  generally  derive  most 
of  their  gaming  revenue  from  lottery  sales.  Only  Kentucky  and  Delaware  received  more  than 
fifty  percent  of  their  gaming  revenue  from  pari-mutuel  racing. 

Legal  gambling  within  the  Commonwealth  was  restricted,  in  1991,  to  the  state  lottery,  pari- 
mutuel  racing,  and  charitable  gaming.  Massachusetts  was  one  of  seventeen  states  to  offer  triple 
venue  gaming  (lottery,  pari-mutuel  wagering,  and  either  charitable  or  electronic  gaming).  Six 
states  offered  all  four  gaming  venues. 

Massachusetts  State  Lottery  sales  generated  sixty-four  percent  of  the  Commonwealth's  gaming 
revenue  in  1991  (see  Appendix  II).  The  Commonwealth  received  less  than  seventeen  percent 
of  its  gaming  revenue  from  pari-mutuel  racing.  A  gaming  mix  similar  to  that  of  Massachusetts 
was  offered  in  ten  other  states.  On  average,  these  states  received  thirty-six  percent  of  their 
gaming  revenue  from  pari-mutuel  racing. 

(It  must  be  remembered  that  the  Massachusetts  State  Lottery  is  a  "mature"  lottery  (see  Lottery 
Revenue  Growth:  Prospects  for  the  Future",  Senate  Document  1720,  October  31,  1991)  and 
subject  to  future  sales  stagnation,  and  not  rapid  or  sustained  revenue  growth.) 


Lottery  Revenue  Growth:   Prospects  for  the  Future.  Senate  Committee  on  Post  Audit  and  Oversight,  Document  Number 
1720,  October  31,  1991. 

The  venues  list  as  follows:    Virginia:    a  state  lottery;  Oklahoma  and  Wyoming:    pari-mutuel  wagering;  Georgia,  North 
Carolina,  Indiana,  and  Alaska:    charitable  gaming. 
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The  benefit  to  offering  multiple  gaming  venues  can  be  demonstrated  by  comparing  the  average 
growth  rates  of  states  offering  one,  two,  and  three  venues  from  1990  to  1991.  Revenue  in  single 
venue  states  grew  by  an  .44  percent  during  this  period.  Double  venue  states  experienced  6.4 
percent  revenue  growth  rates,  while  gaming  revenue  in  triple  venue  states  (such  as 
Massachusetts)  grew  an  average  rate  of  15.1  percent.  (Massachusetts  gaming  increased  by  2.8 
percent  during  this  period.) 

The  data  indicate  that  increased  venue  choice  positively  impacts  revenue  growth.  A  closer 
examination  indicates,  however,  that  revenue  generation  cannot  be  sustained  simply  through 
the  expansion  of  the  venue  base.  States  must  also  balance  their  reliance  on  each  specific 
segment  of  the  gaming  market. 

The  Committee  found  that  states  demonstrating  over-reliance  on  one  category  (lottery  sales, 
pari-mutuel  wagering,  or  charitable  gaming)  realized  less  productive  revenue  growth  from  1990 
to  1991  than  states  exhibiting  a  more  balanced  revenue  generation  mix. 

For  example,  when  combined,  the  states  receiving  more  than  sixty  percent  of  gaming  revenue 
from  one  category  and  less  than  twenty-five  percent  from  a  second  category  (Massachusetts, 
Minnesota,  Michigan,  Kansas,  and  Ohio)  averaged  negative  revenue  growth  (-2.37  percent)  from 
1990  to  1991.8  Conversely,  states  receiving  less  than  sixty  percent  of  gaming  revenue  from  one 
category  and  more  than  twenty-five  percent  from  a  second  category  (Texas,  Wisconsin,  Arizona, 
and  Louisiana)  averaged  positive  growth  (46.7  percent)  from  1990  to  1991. 

These  data  indicate  that  a  reliance  on  gaming  receipts  from  diverse  categories  is  as  important 
as  the  diversification  of  a  state's  venue  selection  mix.  States  receiving  equal  proportions  of 
revenue  from  two  or  more  sources  are  less  susceptible  to  market  forces  than  states 
demonstrating  single-source  reliance. 

Pari-Mutuel  Racing  Wagering 

Over  $17.3  billion  was  wagered  on  pari-mutuel  gaming  in  1991.  The  three  Middle  Atlantic 
states  combined  to  generate  the  highest  regional  handle  ($4.7  billion),  while  the  New  England 


Lottery  tales  exceeded  60  percent  of  total  gaming  receipts  in  Ohio,  Michigan,  and  Massachusetts;  pari-mutuel  wagering 
exceeded  60  percent  of  gaming  receipts  in  New  York  and  New  Hampshire;  charitable  gaming  exceeded  70  percent  of  gaming 
receipts  in  Minnesota. 
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states  generated  one  of  the  lowest  regional  handles  ($1.1  billion).  (The  New  England  totals  were 
depressed  due  to  the  fact  that,  barring  fairground  locations,  there  was  no  thoroughbred  or 
standardbred  horse  racing  in  Massachusetts  from  1990  through  1991.) 

Over  $13.8  billion  was  wagered  on  horse  races  in  1991.  This  represents  over  eighty  percent  of 
all  revenue  wagered  on  pari-mutuel  racing  events.  Ten  of  the  eleven  states  grossing  the  most 
pari-mutuel  revenue  exclusively  offered  horse  racing  (see  Appendix  III:  Inter-State  Racing 
Handle  Comparison).  Nationally,  twenty-one  states  restricted  pari-mutuel  wagering  to  horse 
racing.   These  states  averaged  $588  million  in  gross  racing  revenue  during  1991. 

Fifteen  states  offered  wagering  on  both  horse  and  dog  racing.  These  states  averaged  annual 
racing  revenue  of  $289.4  million.  Three  states  offered  only  greyhound  dog  wagering;  gross 
wagering  receipts  in  these  states  averaged  $247.3  million. 

The  Committee  found  a  correlation  between  state  racing  revenue  and  state  lottery  receipts. 
Seven  of  the  ten  top  grossing  racing  revenue  states  rank  among  the  top  ten  lottery  revenue 
grossing  states.  Although  five  of  these  states  realized  positive  lottery  growth  from  1990 
through  1991,  only  two  of  the  top  ten  racing  states  generated  positive  racing  revenue  growth 
during  this  period. 

Electronic  Wagering 

Within  the  past  few  years  as  gaming  revenue  growth  has  slowed,  and,  in  some  instances 
declined,  states  have  expanded  their  available  selection  of  gaming  venues.  The  1990's  have 
witnessed  the  return  of  riverboat  gaming,  and  the  introduction  of  electronic  gaming  in  the 
form  of  video  wagering  machines,  and  "Keno". 

Keno  is  a  hybrid  of  bingo  and  the  "Mega-Bucks"  type  lottery  games.  Players  pick  between  one 
and  ten  numbers  of  a  larger  field  (upwards  of  forty),  and  receive  a  payoff  based  upon  the 
number  of  correct  picks.  The  game  can  be  structured  around  weekly  or  daily  drawings,  or 
multiple  drawings  per  day.   Rhode  Island  Keno  is  drawn  every  five  minutes. 

Keno  can  be  played  through  a  central  computer  terminal,  similar  to  the  present  state  lottery 
on-line  system,  or  through  a  series  of  "personal"  terminals  (similar  to  a  video  slot  machine). 
Presently,  Keno  is  offered  in  the  states  of  Oregon,  Nebraska,  Washington,  Maryland,  Colorado, 
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Rhode  Island,  and  Michigan.  Keno  will  be  introduced  into  the  state  of  Kansas  later  this  year. 

Gross  sales  figures  (total  wagers)  average  between  $1  million  and  $3  million  per  month.  These 
monies  are  apportioned  according  to  various  formulas,  through  which  an  average  of  thirty 
percent  of  gross  revenues  are  returned  to  state  (and  local)  governments,  and  fifty  to  sixty 
percent  of  revenues  are  returned  in  the  form  of  prizes. 

Keno  is  offered  in  age  sensitive  locations  (pouring  establishments)  and  general  entertainment 
facilities  (i.e.  bowling  alleys,  restaurants).  It  is  played  at  450  locations  in  Rhode  Island 
locations;  at  925  locations  in  Maryland;  at  1,200  locations  in  Washington;  at  1,300  in  Colorado; 
and  in  2,080  locations  in  the  state  of  Oregon. 

Keno  is  a  game  of  chance.  As  such,  many  states  operate  Keno  through  their  state  lottery.  A 
Committee  survey  found  that  Keno  would  have  a  negative  impact  on  existing  state  lottery  sales. 
Colorado  reported  that  its  Instant  Game  sales  were  temporarily  effected;  Maryland  reported 
decreases  in  each  lottery  category,  yet  an  overall  increase  in  the  gross  receipts  (due  to  Keno 
sales);  Oregon  reported  an  overall  gross  sales  increase;  Washington  reported  a  decline  in  the  sale 
of  its  three  and  five  number  games.  The  data  indicate  that  while  the  introduction  of  Keno  may 
have  an  immediate  negative  impact  on  existing  lottery  sales,  its  overall  revenue  production 
would  result  in  an  overall  gross  revenue  increase. 

In  their  eternal  quest  for  untapped  sources  of  non-tax  revenue,  states  are  now  examining  video 
wagering  machines,  a  second  variant  of  electronic  gaming.  Conflicting  testimony  was 
submitted  to  the  Committee  on  whether  these  machines  should  be  classified  as  skilled  or 
unskilled  games.  Industry  experts  testified  that  video  poker  games  required  a  basic 
understanding  of  card  rules  and  significant  player  interaction.  As  such,  video  wagering 
machine  oversight  should  not  be  provided  by  a  state  lottery,  (whose  game  portfolio  is  restricted 
to  unskilled  games  of  chance). 

Video  wagering  machines  are  similar  to  slot  machines  in  that  players  deposit  coins  or  tokens 
directly  into  the  machine.  Winnings  are  not  paid  to  the  player  in  the  form  of  a  tangible  coin 
drop.  Prizes  are  recorded  on  a  paper  voucher  which  is  then  submitted  by  the  player  to  a 
cashier.  Many  states  have  instituted  maximum  wager  amounts  (generally  $2)  and  maximum 
prize  payments  ($500). 
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Currently,  six  states  have  legalized  video  wagering  machines:  Oregon,  Louisiana,  Rhode  Island, 
Montana,  West  Virginia,  and  South  Dakota.  Machines  are  generally  located  in  age  controlled 
environments  (pouring  establishments,  pari-mutuel  facilities.) 

Before  implementing  video  wagering  in  a  state,  policy  makers  must  decide  whether  to  use  the 
machines  as  a  revenue  supplement,  or  in  an  attempt  to  maximize  revenue.  Using  video 
wagering  as  a  revenue  supplement  would  entail  placing  the  machines  in  a  fairly  concentrated 
pattern,  limiting  them,  for  instance,  to  pari-mutuel  facilities  only.  This  structure  would  benefit 
track  attendance,  and  generate  a  measure  of  video  derived  revenue.  Revenue  maximization 
would  entail  placing  machines  in  a  widely  dispersed  pattern,  such  as  at  all  pouring 
establishments. 

The  Committee  received  testimony  that  indicated  the  former  strategy  may  adversely  impact 
the  pari-mutuel  on-track  handle.  Although  the  machines  may  attract  new  track  clientele,  these 
patrons  will  be  drawn  by  the  machines,  and  will  most  likely  not  divide  their  monies  between 
video  and  pari-mutuel  wagering.  At  the  same  time,  the  machines  may  divert  pari-mutuel 
wagering  from  the  regular  patrons  of  the  facility.  Focussing  video  machines  only  at  pari- 
mutuel  facilities  will  force  concentrated  machine  patronage.  A  wider  distribution  may  dilute 
the  impact  on  the  on-track  handle. 

Security  is  paramount  to  a  successful  video  wagering  program.  Industry  experts  testified  that 
the  best  security  system  involves  linking  each  machine  to  a  centrally  controlled  computer 
network,  similar  in  concept  to  the  state  lottery  on-line  system.  Machine  integrity  would  be 
monitored  by  a  central  computer. 

The  choice  of  a  central  control  network  could  include  singular  ownership  of  the  entire  video 
wagering  system,  however  that  is  not  required  for  successful  operation.  The  network  could  be 
owned  and  operated  by  one  company  (or  the  state)  which  could  then  contract  with  independent 
owners  of  the  video  wagering  machines.  The  state  of  Oregon  owns  and  operate  the  video 
wagering  computer  network  while  four  independent  companies  own  and  operate  the  state's 
video  wagering  machines.  These  machine  operators  all  share  in  the  net  income  (revenue  minus 
prize  monies.) 

Other  states  independently  monitor  machine  operations  without  the  benefit  of  a  network.  Nine 
separate  companies  own  and  operate  machines  in  the  state  of  South  Dakota.  These  machines 
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are  not  centrally  linked  to  a  computer  network. 

A  survey  of  states  offering  video  wagering  showed  that  the  state  take  ranges  from  fifteen  to 
forty-five  percent  of  net  revenue  (after  prizes  are  paid).  States  owning  and  operating  the 
system  network  or  the  video  machines  retained  a  higher  percentage  of  net  income.  These  states, 
however,  incurred  a  capital  outlay  when  implementing  the  system.  Testimony  indicated  that 
video  wagering  machines  cost  approximately  $7,500  each. 

Each  state  regulated  the  number  of  machines  that  were  allowed  in  each  approved  facility.  For 

example: 

•Oregon:  1,124  facilities;  5,164  terminals;  max.  of  five  machines  per  facility; 
•Montana:l,165  facilities;  12,400  terminals;  max  of  twenty  machines  per; 
•Louisiana:  3531  facilities;  9,895  terminals;  various  max.  machine  levels; 
•West  Virginia:  one  facility  (track);  165  terminals 
•South  Dakota:  1,450  facilities;  6,500  terminals;  max  of  ten  machines  per. 

Testimony  submitted  to  the  Committee  indicated  that  video  wagering  machines  could  generate 
between  $400  and  $750  per  week  in  net  profits,  (after  prize  payouts,  which  average  90-92 
percent  of  gross  revenue),  depending  on  their  location.  Machines  located  in  pouring 
establishments  can  be  expected  to  generate  net  profit  of  approximately  $400  per  week; 
machines  located  in  pari-mutuel  facilities  can  be  expected  to  generate  upwards  of  $750  per 
week. 

States  locating  video  wagering  machines  at  pari-mutuel  facilities  have  reported  a  resultant 
decline  in  the  on-track  handle.  Some  states  implementing  wide  machine  distribution  reported 
that  Instant  Game  sales  were  slightly  impacted  in  the  initial  phase  of  the  campaign,  but  that 
overall  sales  generally  stabilized.  Other  states  reported  that  video  wagering  had  no  noticeable 
impact  on  lottery  sales.  In  any  event,  as  was  the  case  with  Keno  sales,  the  overall  infusion  of 
video  wagering  revenue  far  outpaced  any  decrease  in  existing  lottery  sales. 

As  a  caveat  to  the  above,  there  is  substantial  evidence  that  many  social  and  fraternal 
organizations  currently  house  "grey"  machines  -  video  wagering  machines  that  do  not  pay  a 
prize.  Owning  and  operating  a  grey  machine  is  not  illegal;  the  criminal  action  comes  in  paying 
prize  money  for  playing  a  machine.  Enforcing  this  law  is  difficult,  as  proof  must  be  obtained 
that  an  illegal  payment  was,  in  fact,  made.  Should  the  state  legalize  video  wagering,  all  legal 
machines  would  be  registered  with  the  state.  "Grey"  machines  would  not  be  registered,  and,  as 
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such,  illegal.  The  legalization  of  video  wagering  should  make  law  enforcement  of  "grey" 
machine  violations  that  much  easier. 

Casino  Wagering 

Casino  wagering  can  either  be  land  or  water-based.  Traditional  casinos  are  found  in  Las  Vegas 
or  Atlantic  City,  and  are  rapidly  being  developed  on  Indian  reservations  across  the  country. 
In  fact,  as  a  result  of  the  Indian  Gaming  Act  of  1988,  the  state  of  Minnesota  now  boasts  more 
land-based  casinos  than  Atlantic  City. 

Gaming  is  structured  into  three  broad  categories: 

•Class  I:  social  games  played  solely  for  prizes  of  minimal  value; 

•Class  II:  games  of  chance,  such  as  bingo,  tip  jars,  lotto  games; 

•Class  III:  all  other  types  of  gambling,  including  electronic  gaming  machines,  pari- 
mutuel  wagering,  slot  machines,  casino  gambling. 

In  terms  of  Indian  gaming,  Class  I  and  Class  II  gambling  options  are  under  exclusive 
jurisdiction  of  Indian  tribes  and  not  subject  to  state  regulation.  Tribes  are  prohibited  from 
conducting  Class  III  gaming  unless  1)  similar  gaming  is  currently  allowed  in  their  host  state, 
and  2)  they  enter  into  a  compact  with  their  host  state  for  the  operation  of  those  games.  The 
Indian  Gaming  Act  does  not  dictate  what  issues  should  be  addressed  in  the  compact.  It  does, 
however,  mandate  that  states  may  not  demand  that  tribes  pay  state  taxes,  fees,  or  assessments 
or  charges  for  offering  Class  III  gaming. 

As  such,  the  state  stands  to  benefit  little  from  an  Indian  casino,  barring  job  creation.  The 
Mashantucket  Pequoid  casino  in  Ledyard,  Connecticut  reportedly  employs  2500  per  day.  (States 
can  make  alternative  arrangements  with  Indian  casinos.  The  state  of  Connecticut  agreed  to 
limit  video  wagering  machines  to  the  Mashantucket  Pequoid  casino  in  Ledyard.  The  tribe 
annually  pays  the  state  of  Connecticut  $100  million  in  return  for  exclusive  video  wagering 
right.) 

Tribal/state  compacts  arrange  for  the  enforcement  of  state  law  on  the  reservations.  States  can 
be  reimbursed  for  the  costs  of  regulating  such  enforcement.  The  Department  of  the  Interior 
has  the  final  approval  over  the  compact. 
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Indian  tribes  are  not  the  only  entities  looking  to  casinos  for  revenue.  Many  state  governments 
have  recently  investigated  legalizing  casino  gaming  within  their  jurisdictions.  The  state  of 
Connecticut  recently  voted  down  a  proposal  to  open  casinos  in  Hartford  and  Bridgeport. 
Legislation  may  soon  be  introduced  in  the  state  of  Rhode  Island  to  legalize  casino  gaming  in 
Providence,  or  in  the  southern  portion  of  the  state. 

Testimony  submitted  to  the  Committee  suggested  that  a  land-based  casino  in  Boston  would 
directly  result  in  the  creation  of  approximately  6,000  jobs,  with  another  6,000  in-direct 
positions.  Testimony  also  stated  that  a  land-based  casino  could  generated  between  $500  -  $600 
million  in  gross  revenue  (after  prize  pay-outs)  per  year.  These  monies  would  be  derived  in 
equal  shares  from  table  games  and  slot  machines. 

Industry  experts  all  stressed  the  fact  that  casino  gaming  did  not  rely  solely  on  the  wagering 
component  of  their  facility.  Gaming  was  only  one  segment  of  what  several  witnesses  termed 
the  "total  entertainment  package." 

The  Committee  also  learned  that  any  introduction  of  new  gaming  in  an  environment  will  result 
in  approximately  eight  percent  decline  in  other  entertainment  spending.  In  other  words,  the 
establishment  of  a  $500  million  casino  in  a  central  city  may  reduce  other  entertainment 
spending  by  $40  million,  such  as  restaurant  dining,  sports  attendance,  and  theatrical  ticket 
sales.  Thus,  it  is  important  to  invest  some  of  the  net  revenue  in  strategies  that  increase  the  base 
of  the  effected  entertainment  market. 

Testimony  also  indicated  that  casino  gaming  does  not  always  complement  the  tourist  market, 
but  may  instead  draw  revenue  that  would  have  been  spent  in  other  established  tourist  locations. 
Casino  gaming  could,  however,  complement  the  convention  market,  adding  to  the  previously 
referenced  "total  entertainment  package." 

The  state  wagering  tax  on  a  land-based  casino  would  fall  between  eight  and  twenty  percent  of 
the  total  revenue  net,  depending  on  whether  or  not  the  facility  was  a  monopoly  or  in  a 
competitive  market. 

Experts  testified  that  a  land-based  casino  requires  a  population  support  base  of  approximately 
one  million  persons.  The  success  of  the  Ledyard,  Connecticut  casino  is  based,  in  part,  on  the 
fact  that  over  twenty-five  million  people  live  within  125  miles  of  the  facility. 
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Riverboat,  or  dockside  casinos  are  a  variation  on  land-based  casinos.  Currently,  Iowa,  Illinois, 
Mississippi,  Louisiana,  and  Missouri  offer  riverboat  gaming.  While  passenger  capacity  ranges 
from  200  -  1,200,  most  boats  hold  500  persons.   Admission  fees  range  from  $.50  to  $3.50 

Water-based  casinos  are  similar  to  their  land-based  counterparts  in  the  venue  they  offer.  They 
do  not,  however,  place  as  much  emphasis  on  entertainment  or  adjunct  services.  Water-based 
casinos  cater  to  a  decidedly  local  audience  unwilling  to  sustain  high  table  stakes  revenue 
requirements.  The  typical  water-based  casino  patron  lives  within  150  miles  of  the  facility  and 
spends  less  than  $50  per  trip.  Water-based  casino  facilities  do  not  translate  into  successful 
tourist  attractions.  They  can,  however,  be  used  as  a  strategic  buffer  against  gaming 
encroachment  from  a  neighboring  state. 

Due  to  the  geographic  pull  of  water-based  casino  customer  base,  centrally  located  facilities  end 
up  primarily  attracting  in-state  residents.  The  optimum  location  for  a  water-based  casino 
would  be  a  border  community.  This  would  have  the  dual  impact  of  increasing  the  flow  of  out- 
of-state  customers  while  decreasing  the  flow  of  Massachusetts  residents  (and  their  dollars)  to 
out-of-state  gaming  facilities. 

Water-based  casino  facilities  could  directly  employ  1,500-2,000  persons,  testimony  indicated. 

Gaming  tax  rates  are  structured  in  close  approximation  to  land-based  facilities;  lower  rates  for 
competitive  markets,  higher  rates  for  monopoly  operations.  The  portability  of  the  operation, 
however,  negates  confiscatory  taxation.  After  the  state  of  Iowa  raised  its  wagering  tax  to 
twenty  percent,  several  of  its  ships  sailed  off  to  neighboring  states. 

State  revenue  would  include  1)  wagering  tax  revenue,  2)  customer  admission  monies,  3)  food 
and  beverage  tax  revenue,  and  4)  sales  tax  revenue. 

A  survey  of  other  states  by  the  Committee  showed  that  during  a  nine  month  period  from  1991- 
1992  six  riverboat  operations  in  Illinois  generated  over  $367  million  in  gross  revenue  and 
provided  $59.8  million  in  state  tax  revenue.  Similarly,  six  riverboat  operations  in  Iowa 
generated  a  total  of  $155  million  in  gross  receipts,  and  provided  $24.3  million  in  state  tax 
revenue  during  the  period  1992-93. 
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PART  THREE:   THE  EXPANSION  OF  MASSACHUSETTS  GAMING 

A  State  Gaming  Commission  should  be  established  before  there  is  any  expansion  of  gaming 
within  the  Commonwealth.  The  Commission's  first  responsibility  should  be  to  develop  a 
statewide  gaming  policy.  This  policy  should  dictate  whether  gaming  should  be  used  to 
supplement  or  maximize  revenue  for  the  Commonwealth.  The  decision  to  maintain,  expand, 
or  reduce  the  state's  gaming  mix  relies  on  the  policy  that  the  Gaming  Commission  develops. 

Scenario  I:        A  plan  to  maintain  the  state's  gaming  mix  would  involve 

•  strengthening  the  relationship  between  the  state  lottery  and  the  pari-mutuel  industry. 

•  introducing  off-track  betting  in  an  attempt  to  reinvigorate  the  pari-mutuel  industry; 

Scenario  II:      A  plan  to  reduce  the  state's  gaming  mix  would  involve 

•  cancelling  the  state  lottery's  $2  and  $5  dollar  Instant  Game  tickets; 

•  abolish  all  charitable  casino  gaming  (Las  Vegas  Nights)  within  the  Commonwealth  to 
prevent  the  Wampanoag  tribe,  or  another  federally  recognized  tribe,  from  implementing 
casino  gaming  in  the  Commonwealth; 

•  institute  limited  Keno,  dedicate  all  net  income  to  charitable  gaming. 

Scenario  III:     A  plan  to  expand  the  gaming  mix,  yet  use  that  expansion  to  supplement  state 
revenue  would  involve: 

•  introducing  a  limited  number  of  video  wagering  machines  in  a  closely  defined  area 
(i.e.  500  machines  at  each  pari-mutuel  facility); 

•  allowing  Keno  in  a  limited  number  of  locations,  dedicate  portion  of  revenue  to 
charitable  gaming; 

•  introducing  riverboat  gaming  in  a  border  community  to  limit  the  outflow  of 
Massachusetts  revenue  into  out-of-state  casinos. 


Scenario  IV:     A  plan  to  expand  the  gaming  mix,  and  use  that  expansion  to  maximize  gaming 
revenue  would  involve: 

•  allowing  3-5  video  wagering  machines  in  every  properly  licensed  pouring 
establishment,  with  maximum  wager  and  prize  limits; 

•  allowing  500  video  wagering  machines  at  each  pari-mutuel  facility.  These  machines 
would  not  have  a  maximum  wager  or  prize  limit. 

•  allowing  Keno  in  properly  licensed  entertainment  facilities  (i.e.  bowling  alleys, 
restaurants,  charitable  organizations).  Dedicate  a  portion  of  the  revenue  to  charitable 
gaming; 

•  the  development  of  a  casino  in  one  of  the  state's  central  cities.  A  significant  portion 
of  this  revenue  should  be  dedicated  to  economic  development  within  the  city's 
metropolitan  statistical  area. 

•  the  development  of  three  water-based  casino  operations,  to  attract  patronage  from 
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New  Hampshire,  Rhode  Island,  and  Connecticut,  and  to  deter  Massachusetts  residents 
from  travelling  to  out-of-state  gaming  locations. 

•  the  development  of  off-track  betting  facilities  around  the  Commonwealth.    These 
facilities  should  also  be  licensed  for  video  wagering  machine  operation. 

Revenue  estimates  of  each  scenario  are  presented  below. 


Revenue  Estimates 

Scenario  I:  Maintain  present  gaming  mix: 

•  Off  Track  Betting 

-  eight  facilities; 

-  $120  million  in  gross  revenue; 

-  $1.8  million  to  state. 

Scenario  II:  Reduce  present  gaming  mix: 

•  Cancel  $2  and  $5  Instant  Games 

-  loss  of  $165  million 

•  Abolish  charitable  casino  gaming  (Las  Vegas  Nights) 

-  loss  of  $4.9  million 

•  legalize  limited  Keno 

-  100  locations; 

-  $16  million  in  gross  revenue; 

-  $5  million  to  state,  dedicated  to  charitable  gaming. 

Scenario  III:  Expand  gaming  mix,  use  to  supplement  state  revenue: 

•  legalize  limited  video  wagering 

-  6,000  machines:  1,500  at  each  pari-mutuel  facility 

-  max.  wager  and  prize  cap. 

-  $234-$312  million  in  gross  sales  revenue; 

-  $52.6-$70  million  to  state 

•  legalize  limited  Keno 

-  175  locations; 

-  $28  million  in  gross  revenue; 

-  $8.5  million  in  state  revenue,  portion  dedicated  to  charitable  gaming. 

•  legalize  water-based  casino  gaming  in  border  community 

-  one  location 

-  $35  to  $50  million  in  gross  revenue 

-  $7  to  $10  million  state  revenue 

Scenario  IV:  Expand  gaming  mix,  maximize  gaming  revenue 

•  legalize  land-based  casino  in  central  city 

-  one  location 

-  $500  to  $600  million  gross  revenue 

-  $100  to  $120  million  in  state  revenue 

•  legalize  water-based  casino  gaming  in  border  communities 

-  three  locations 

-  $105  to  $1 15  million  in  gross  revenue 
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-  $21  to  $25  in  state  revenue 

•  legalize  off-track  wagering 

-  eight  facilities 

-  $120  million  in  gross  revenue 

-  $1.8  million  in  state  revenue 

•  legalize  video  wagering  * 

-  28,300  machines 

-  1000  at  each  track,  up  to  five  at  each  pouring  establishment,  250  at 
eight  off-track  betting  sites, 

-  max.  wager  and  prize  cap  at  pouring  facilities 

-  $650  to  $700  million  in  gross  sales 

-  $145  to  $157  in  state  revenue 

•  legalize  Keno 

-  500  locations 

-  $78  million  in  gross  sales 

-  $23  million  in  state  revenue 


Detrimental  Impact  of  Expanded  Gaming 

There  are  several  detrimental  impacts  that  will  accompany  any  expansion  of  gaming  within  the 
Commonwealth.   These  impacts  can  best  be  mollified  through  strict  oversight  and  attention. 

The  Commonwealth  must  be  concerned  that  any  expansion  of  the  state's  gaming  venue  may  be 
accompanied  by  an  increase  in  compulsive  gambling.  Although  various  experts  testified  that 
compulsive  gamblers  constitute  less  than  three  percent  of  society,  and  that  these  individuals 
are  currently  exercising  their  compulsion  with  presently  legal,  and  illegal  activities,  responsible 
policy  must  be  directed  toward  dealing  with  an  increase  in  this  population  cohort.  The 
Commonwealth  may  consider  dedicating  a  portion  of  gaming  revenue  toward  funding  the 
Massachusetts  Council  on  Compulsive  Gambling,  and  other  such  organizations. 

A  second  area  of  concern  is  in  venue  cannibalization.  The  Committee  found  that  when  the 
state  lottery  creates  new  lottery  games,  existing  lottery  games  experience  slight  revenue  losses. 
The  Committee  also  found,  however,  that  the  gross  revenue  generated  from  these  new  issues 
generally  outweigh  existing  sales  losses.  Implementing  new  venues,  either  electronic  wagering, 
casino  wagering,  or  off-track  betting,  may  have  the  simultaneous  impact  of  decreasing  sales 
in  other  gaming  activities.  This  only  accentuates  the  need  for  a  coordinated  state-wide  policy 
making,  regulatory  body.  The  Commonwealth  must  establish  a  Gaming  Commission  before  it 
implements  any  expansion  of  the  gaming  mix. 

Finally,  the  Commonwealth  must  be  vigilant  in  the  area  of  crime  and  criminal  activities.  The 
Federal  Bureau  of  Investigation  cautioned  that  most  criminal  involvement  in  gaming  issues 
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takes  place  around  the  periphery  of  the  industry  (in  service  unions  and  equipment 
manufacturing)  and  is  generally  exercised  in  the  policy  implementation  and  planning  stage. 
A  Gaming  Commission  could  best  serve  as  the  watchdog  to  insure  that  policy  is  created  and  ) 

implemented  for  the  public  interest. 
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